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Abstract 
 
Over the last three decades there has been increasing pressure from stakeholders on businesses to 

be environmentally responsible. Business organisations cannot help but take this consideration 

seriously because it has a far-reaching impact on their very survival. This research is intended to 

bring insights into how and why a business’s management responds to environmental pressure 

from stakeholders. How a business responds to its stakeholders is known as environmental 

strategy. In addition, this study also investigates how proactiveness in implementation of each 

type of environmental strategy impacts on a business’s environmental effectiveness and 

competitive advantage.  

 

In Malaysia palm oil is the most important agricultural commodity in the country, and contributes 

substantially to the economy. Unfortunately, its activities are not without environmental costs. 

Deforestation, depletion of flora and fauna, excessive use of chemicals, air and water pollution 

are the results of the industry’s activity. But due to stakeholders’ pressures, the industry has 

embraced environmental management in its activities, albeit at a slow pace. Against this 

background, this study seeks to investigate the efficacy of corporate environmentalism, using a 

number of palm oil companies as case studies. This study is paramount as no such study has 

previously been conducted in Malaysia. The Malaysian palm oil industry offers an interesting 

case for studying corporate environmentalism in developing countries.  Using a mixed-methods 

or triangulation of analysis of nine palm oil companies, which are listed on the Kuala Lumpur 

Stock Exchange, as case studies, this research investigates the environmental practices of the 

palm oil companies, and the  relationship of these practices with stakeholders’ pressures, 

environmental effectiveness and competitive advantages.  

 

The results of the study reveal that three levels of overall environmental strategy are adopted by 

the participating palm oil companies. They are labelled by the researcher as minimalists - four 

companies; intermediators - two companies; and proactivists - three companies. The minimalists 

refer to companies that exercised the lowest environmental strategy, while the proactivists are 

those who exercised the highest environmental strategy. The intermediators are in the middle, that 

is, those companies that seem to be in the early stage of becoming proactivists, but have yet to 

achieve such a level. The proactivists were classified as those who exercised a proactive strategy, 

but both intermediators and minimalists exercised a reactive environmental strategy. 



 xxii

In terms of the relationship between environmental proactiveness and stakeholders’ pressure it 

was found that the management of the more proactive companies tended to perceive a wider 

range of threats from environmental stakeholders compared with reactive companies. Apart from 

regulatory stakeholders, they also perceived pressure from primary stakeholders, especially their 

top management, as well as secondary stakeholders including ENGOs, competitors, and the 

media. On the contrary, reactive companies only perceived threats from regulatory stakeholders. 

Not only did proactivists differ in terms of stakeholders’ pressure, they were at the same time 

perceived to be more environmentally effective and to gain more competitive advantages than 

less proactive companies. Based on the research findings it seems there is a significant positive 

correlation between a proactive environmental strategy and both environmental effectiveness and 

competitive advantage among Malaysian palm oil companies.  

 

In this study measurement of the environmental strategies and environmental effectiveness was 

solely based on a triangulation of surveys (seven-point scale items) and in-depth interviews. In 

order to increase the validity of the study, future researchers need to triangulate these data with 

other quantitative data. For instance, at a company level, a company’s resources can be measured 

based on its financial statistics such as sales, net profit, return on investment, and the amount 

spend on research and development. Moreover, the environmental effectiveness of a mill can be 

measured in terms of monthly data of biochemical oxygen demand (BOD), of palm oil mill 

effluents and Ringelmann Chart of air emissions, and the amount of money expended on de-

sludging for certain periods of time. In both plantations and mills, future researchers can gather 

data related to environmental accidents, fines and court cases. 

 

The key findings of this research are instructive. The majority of the participating palm oil 

companies in Malaysia adopted reactive environmental strategies. Only a few adopted proactive 

environmental strategies, and they were more likely to exercise environmental practices at 

strategic and tactical levels such as top management involvement in environmental issues as well 

as deploying environmental management systems which mostly related to the bottom line of their 

businesses. Serious attention towards the destruction of the tropical rainforest as a result of their 

activities is lacking among participating companies.   

 


